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FEDERAL ELECTION COMMISSION
The second report on financial activity for selected 1980 Presidential
candidates has been released by the Commission. The FEC study selected
14 Presidential aspirants in 1979, based on the fact that each candidate
had topped $100,000 in receipts and expenditures for the period ending
12/31/79. The Report shews that for the year preceding the primary
election season, candidates raised $40.14 million from the inception
of their campaigns through 12/31/79. Of the total raised, $35.32 million
or 88% came from individual contributions and $590,000 or slightly over
1% came from political action committees (PACs). Of the PAC total,
President Carter received the greatest amount, $197,000, followed by former
Governor Connally with $169,000. The candidates spent $36.76 million
in the year before the elections.
FEDERAL HOME LOAN BANK BOARD
An amendment to reserve requirements for institutions whose accounts are
issued by the Federal Savings and Loan Insurance Corporation has recently
been proposed by the Board (see the 2/27/80 Fed. Reg., pp.12831-33). The
Board proposes; that net worth be designated as the statutory reserve
account eliminating the need for a Federal Insurance Reserve subaccount,
that reserve calculation period be changed from year end to the beginning
of the year, and extending the time limit for one time reserve requirement.
It is believed that these changes will aid supervisory efforts and provide
a better picture of an institutions financial position. Comments are
requested by 4/28/80. For additional information contact Nancy Feldman
at 202/377-6440.
FEDERAL TRADE COMMISSION
Legislation to more efficiently administer the antitrust laws has recently been
introduced by Rep. James Broyhill (R-NC) (see the 2/25/80 Cong. Rec. p.E798).
The bill, HR 6589, seeks to establish, for the FTC, the same kind of enforce
ment system now used by the DOJ; that is, a transfer of FTC antitrust
adjudication powers to the Federal district courts. Although the main
argument in favor of the legislation is efficiency, according to Broyhill,
"the Commission's role as both prosecuting attorney and judge raises questions
of fundamental fairness." The FTC will retain its ability to investigate
antitrust violations and issue complaints however, its role as ultimate
judge will be transferred to the courts.
GENERAL ACCOUNTING OFFICE
"An ineffective system of auditing grant recipients and resolving auditors'
findings could be costing the Law Enforcement Assistance Administration
(LEAA) millions" according to a study released recently by the GAO. The
Report recommends that the agency: develop a coherent and comprehensive
policy for achieving adequate audit coverage of all its grant recipients
and make procedural changes to strengthen auditing as the basic tool for
preventing unauthorized expenditures and to see that congressional intent
is carried out. The 31 page report discusses the LEAA's audit practices,
including audits conducted by and of its grantees and subgrantees and the
use and disposition of such audits. Requests for copies can be submitted
to the GAO, Distribution Section, Roo m 1518, 441 G Street, N.W., Washington,
D.C.
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HOUSING AND URBAN DEVELOPMENT, DEPARTMENT OF
The Interstate Land Sales Full Disclosure Act has recently undergone substantial
change by the Housing and Community Development Amendments of 1979. The
amendments will take effect on the effective date of the regulations. The
only provision which took effect on the date of enactment, 12/21/79, was
the exemption from registration for subdivision sales that are intrastate
in nature. The "intrastate in nature" exemption applies when the seller is
subject to the laws of the situs State and each lot is sold to a resident
of the State unless the sale is exempted under Section 1403(a) of the Act.
There are strict provisions as to on-the-lot inspection prior to purchase,
the lot must be free and clear of most liens and encumbrances and there are
certain provisions that must appear in each contract. A notice of proposed
rulemaking and a request for public comment will soon be published in the
Federal Register. Additionally, New Exemption Guidelines will also be
published for public comment. For further information concerning the
intrastate exemption provision contact the Office of Interstate Land Sales
Registration at 202/755-6314.
SECURITIES AND EXCHANGE COMMISSION
Guidance to issuers in disclosing relationships with independent public accountants
in proxy statements, is addressed in SEC Staff Accounting Bulletin No.38,
released on 2/26/80. SAB No. 38 amends SAB No. 25 which provided guidance to
issuers in disclosing relationships with independent public accountants in
proxy statements. SAB No. 38 indicates that fees incurred by an issuer for
reviews of the system of internal accounting control for purposes of determining
the adequacy of the system, or reviews of the issuers procedures for making
such determinations should be considered as services provided in connection
with the audit function. Internal control services provided for the purpose
of designing or redesigning systems and procedures were addressed in SAB
No. 25, and do not meet the criterion of "services provided in connection
with the audit function." This was not amended by SAB No. 38. For further
information, contact James J. Doyle, 202/272-2553.
A reorganization of the disclosure operations of the Division of Corporate Finance
into ten processing branches on the basis of their industry classification
was recently announced in the SEC News Digest. Each registrant will be
assigned on the basis of its primary Standard Industrial Classification and
will permit the division to better ascertain the disclosure needs of different
industries and to more readily identify industry trends.
The SEC "has undertaken a greater role to achieve more effective oversight and
self-regulation of the accounting profession" during the past 5 years,
according to a prepared statement delivered by SEC Chairman Harold Williams.
Appearing before a Senate subcommittee on 2/28/80 to transmit the Commission's
1981 budget estimate, Chairman Williams stated that although the SEC has lost
44 staff positions since 1975, it had "experienced an explosion in the number
and complexity of its regulatory responsibilities," including implementation
of Foreign Corrupt Practices Act and efforts to more effectively oversee the
accounting profession. The SEC budget proposed a 1981 appropriation of $77
million, with the notation that approximately $35 million will be collected
by the SEC in fees. Sen. Lcwell Weicker (R-Conn) was the only member present
at the hearing and frequently explored the recent enforcement activities of
the SEC which were related to the provisions of the Foreign Corrupt Practices
Act (FCPA). Chairman Williams deferred to SEC Director of Enforcement,
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Stanley Sporkin, who indicated that 15 cases had been initiated during
1979, one under the anti-bribery provisions and the remainder under the
bookkeeping and records sanctions. Mr. Sporkin further explained that
"this was a running-in period" and that the anti-bribery area was difficult
to identify and prosecute. Chairman Williams remarked that the SEC did
not intend to participate with the Department of Justice's announced
program to provide businesses with an advance review procedure to, according
to Justice, facilitate compliance with the provisions of the FCPA by providing
advisory opinions.
TREASURY, DEPARTMENT OF
Corporate income tax costs the private sector substantially more than the
government gains in benefits according to a recently published study by the
American Enterprise Institute. Author Gregory Ballentine concluded that for
every dollar the government gains through the corporate income tax, the
private economy loses $1.50 or more. Resolving that the tax is inefficient and
inequitable he does not advocate dropping it, but believes the optimal policy
would be integration of corporate and personal income taxes. Ballentine found
that, contrary to popular belief, corporate income taxes are diffused through
out the economy, not borne by stockholders. According to the author, the
inefficiency of the tax stems from the fact that it causes a capital shortage
in the corporate sector of the economy. Copies of Ballentine's study are
available at charge from AEI, 1150 Seventeenth St., NW, Washington, D.C. 20036
Proposals to improve the management o f tax receipts were discussed in a statement
by Emil Sunley, Treasury's Deputy Assistant Secretary for Tax Analysis
before the House Ways and Means Committee on 2/26/80. Secretary Sunley
summarized the Administration's six proposals: an alternative of the times
which employers must deposit withheld income taxes; an increase in the
required proportion of individual income tax liabilities which must be
paid currently (by withholding or estimated tax payments). Included in this
proposal is relief for some taxpayers from the necessity of making estimated
tax payments; an increase in the required proportion of corporate income
taxes which must be met by estimated tax payments, and an acceleration of the
dates by which final tax payments must be made; an acceleration of the payment
schedule for tobacco excise taxes; an acceleration of the payment schedule
for the deferred payment of custom duties; an acceleration in the payments
by States to the Social Security Administration of FICA taxes for State and
local government employees. Sunley assured the Committee that in order to
lessen the impact of the proposals, most of the changes will be implemented
over two tax years, with the actual announcement of the proposals two years
prior to the initial implementation.
Rules for self-insured medical reimbursement plans were proposed by the IRS
to provide necessary guidance to the public for compliance with the Revenue
Act of 1978, (see the 2/28/80 Fed. Reg., pp.13123-27). The proposed
regulations under section 104 of the tax code define reimbursement plans,
prohibit discrimination in favor of highly compensated employees, provide
eligibility guidelines and formulas and generally set out rules for employers,
and benefit recipients. The rules also address excess reimbursement of highly
compensated individuals and provide that tax treatment will not allow excess
reimbursement to be excluded from the individuals gross income. The rules
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are proposed to be effective for taxable years beginning after 12/31/79 and
for amounts reimbursed after 12/31/79. Written comments and requests for
public hearing are requested by 4/28/80. For additional information contact
Kevin Cobb at 202/566-3430.
States use of the unitary accounting method will be the subject of Congressional
hearings scheduled for 3/31/8 0~ The House Ways and Means Committee has
scheduled hearings on HR 5076 which would limit the extent to which a state
or political subdivision could tax certain corporate income from sources
outside the U.S. Currently some states use a ccmbination/unitary method
of apportionment in determining corporate income tax. Under this procedure
the formula is applied not only to the specific corporation operating in the
state, but also to any income of related corporations whose activities are
dependent on or contribute to the business of the corporation within the
taxing state. The bill, introduced by the committees’ ranking Republican,
Barber Conable (NY) would prohibit the states from taking into account any
related foreign corporation when applying their tax. The bill would also
limit the ability of states to tax dividends received from foreign
corporations. One exception to the measure, would be that if the foreign
corporations income is taxable under federal tax rules then the state may
take that amount into account for its purposes. Those interested in presenting
testimony on HR 5076 should contact Ways and Means Chief Counsel, John Martin
at 202/225-3625 by 3/17/80.
The movement to index federal income taxes in order to minimize the effects of
increased taxation caused by inflation has received the support of the AICPA.
According to Arthur Dixon, Chairman of the Institute’s Federal Taxation
Executive Committee, "taxation of inflation-induced profits and gains leads
to the liquidation of savings, erodes the capital of American business, saps
the investment incentives of the private sector and lowers the standard of
living of all Americans especially the middle class." Several countries,
Canada, Denmark and Switzerland, as well as Arizona, California and Colorado
have already adopted measures to adjust taxes from the effects of inflation.
Foreign corporations will have two alternative methods for computing their
interest expense deductions, under rules proposed by the IRS (see the 2/27/80
Fed. Reg., pp.12844-47). The rules, under tax code sections 861 and 882
would allow the corporation to use the branch book/dollar pool method or
the separate currency pools method in computing interest expense deductions.
The rules which will mainly effect foreign banks, will supplement the current
rules governing deductions found in Section 1.861-8. The rules will also
require a foreign corporation to furnish upon the demand of the IRS,
information sufficient to verify any claimed deduction. Failure to provide
this verification may result in the disallowance of the deduction. Comments
and request for public hearing are requested in writing by 4/28/80 to
Commissioner of Internal Revenue, Attention: CC:LR:T, Washington, D.C. 20224.
For additional information contact Herman Bouma at 202/566-3289.
SPECIAL:

CONGRESS CONTINUES TO CRITICIZE OIL COMPANY PROFIT ACCOUNTING

"Major oil companies enjoy accounting options which are not available in other
sectors of the economy, and which thus permit them to understate increasing
profitability." This statement is contained in a paper prepared by the
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staff of the Senate Judiciary Committee, and jointly released by Senators
Edward Kennedy (D-Mass) and Howard Metzenbaum (D-Oh) on 2/23/80. The
staff paper concludes that the "profits of major oil companies may have
been significantly understated relative to that of other industries."
This study follows a recent examination by the Democratic Study Group
on "Oil Company Profits" which was critical of "recent bookkeeping
changes in the oil industry resulting in a significant understatement
of oil company profits."
(Wash. Rpt. 2/25/80). Sen. Metzenbaum apparently
intends to hold hearings in the near future on oil company profits and
prices.

For additional information contact:
Gina Rosasco, Jim Kdvakas, Nick Nichols
or Teresa Travers
202/872-8190
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